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Independent Auditor’s Report  

 
To the Board of Directors of  
American Physical Society 
College Park, Maryland 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of American Physical Society (“APS”), 
which comprise the statements of financial position as of December 31, 2018 and 2017, and the 
related statements of activities, functional expenses, and cash flows for the years then ended, 
and the related notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of American Physical Society as of December 31, 2018 and 2017, and the 
changes in its net assets and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Other Matters 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. 
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards is presented for purposes of additional 
analysis and is not a required part of the financial statements.  Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated, in all material respects, in relation to the financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards  

 
In accordance with Government Auditing Standards, we have also issued our report dated March 
28, 2019 on our consideration of APS’ internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is solely to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the effectiveness of APS’ internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering APS’ internal control over financial reporting and compliance.  
 
 
 
 
March 28, 2019 
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See accompanying notes to financial statements.

   2018   2017  
ASSETS        

        
Cash and cash equivalents  $ 24,377,124  $ 15,598,836  
Investments, at fair value   164,503,016   173,319,702  
Accounts receivable, net of allowance for doubtful accounts of        
  $56,500 in 2018 and 2017    1,773,693    1,143,011  
Pledges receivable, net   434,809   803,290  
Prepaid expenses and other assets   987,033   792,372  
Equity interest in American Center for Physics   4,584,866   3,312,990  
Land, building and equipment, net   17,131,560   17,559,020  
Beneficial interest in perpetual trust   549,734   578,068  

Total assets  $ 214,341,835  $ 213,107,289  
        

LIABILITIES AND NET ASSETS        
        
Liabilities:        
 Accounts payable and accrued expenses  $ 5,796,810  $ 4,215,107  
 Deferred revenues:        
  Publications   13,705,458   10,087,861  
  Membership dues   2,904,997   2,838,900  
  Other   707,286    615,879   
 Liability for post-retirement medical benefits   11,889,485   14,751,926  

Total liabilities   35,004,036   32,509,673  
 
Commitments and contingencies 
    

 

   
Net assets: 
  Without donor restrictions:    

 
   

     Undesignated   155,753,936   159,566,385  
      Designated by Board   6,489,642   4,541,252  
   162,243,578   164,107,637  
  With donor restrictions: 
      Perpetual by nature   4,603,591 

 
 4,093,444  

      Purpose restrictions   12,490,630   12,396,535  
         17,094,221   16,489,979  
  Total net assets   179,337,799   180,597,616  

Total liabilities and net assets  $ 214,341,835  $ 213,107,289  
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   Without 
Donor 

Restrictions 

 

 

 
With Donor 
Restrictions 

 
 

Total 

 

        
Revenues:        
  Research publications  $ 42,822,902  $                    - $ 42,822,902 
  Scientific meetings      7,571,853  -   7,571,853 
  Membership operations     4,275,877    -     4,275,877 
  Public affairs and programs     3,679,603    816,742   4,496,345 
  Net assets released from restrictions        1,022,465      (1,022,465) - 
   59,372,700  (205,723) 59,166,977 
Expenses:       
 Program services       
  Research publications   29,216,719    - 29,216,719 
  Scientific meetings    7,340,651     -  7,340,651 
  Membership operations     6,489,003      -   6,489,003 
  Public affairs and programs     8,110,468      -   8,110,468 
  Prizes and awards        616,962    -      616,962 
   Total program services   51,773,803    - 51,773,803 
       
    Supporting services:       
    General and administrative   2,558,835  - 2,558,835 
  Fundraising   883,777    - 883,777 
  Total supporting services   3,442,612    - 3,442,612 
   Total expenses   55,216,415    - 55,216,415 
       
Income (loss) from operations    4,156,285    (205,723) 3,950,562 
       
Non-operating activities:       
 Net investment return     4,080,162      838,299   4,918,461 
 Net unrealized loss on investments    (15,749,243 )   (28,334)  (15,777,577 ) 
 Net realized gain on investments   2,310,754    - 2,310,754  
 Equity interest in American Center for Physics   1,271,876    -    1,271,876  
 Change in post-retirement medical benefits other than        
       net periodic post-retirement medical benefit cost     2,066,107    -   2,066,107  
   (6,020,344 )   809,965 (5,210,379 ) 
 
Change in net assets 

  
(1,864,059 )   604,242

 
(1,259,817 

 
) 

 
Net assets, beginning of year 

  
164,107,637 

 
16,489,979

 
180,597,616 

Net assets, end of year  $ 162,243,578  $   17,094,221 $ 179,337,799 
 
 
See accompanying notes to financial statements.
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Without 

Donor 
Restrictions

 

 

 
 

With Donor 
Restrictions 

 
 
 

Total     
     
Revenues:      
  Research publications  $ 41,391,898 $                    -  $ 41,391,898 
  Scientific meetings      7,220,886 -    7,220,886 
  Membership operations     4,283,381   -    4,283,381 
  Public affairs and programs     2,273,516   1,671,819    3,945,335 
  Net assets released from restrictions        1,039,305     (1,039,305 ) - 
   56,208,986 632,514  56,841,500 
Expenses:       
 Program services       
  Research publications   30,366,594   -  30,366,594 
  Scientific meetings    7,015,478    -   7,015,478 
  Membership operations     6,333,460     -    6,333,460 
  Public affairs and programs     6,931,258     -    6,931,258 
  Prizes and awards        769,583   -       769,583 
   Total program services   51,416,373   -  51,416,373 
       
    Supporting services:       
  General and administrative   2,670,479 -  2,670,479 
  Fundraising   773,132   -  773,132 
  Total supporting services   3,443,611   -  3,443,611 
   Total expenses   54,859,984   -  54,859,984 
       
Income from operations    1,349,002   632,514  1,981,516 
       
Non-operating activities:       
 Net investment return     3,407,477     762,683    4,170,160 
 Net unrealized gain on investments    17,580,115   19,452   17,599,567 
 Net realized gain on investments   2,915,368   -  2,915,368 
 Equity interest in American Center for Physics      (71,649)   -     (71,649 ) 
 Change in post-retirement medical benefits other than       
       net periodic post-retirement medical benefit cost     8,321,569   -    8,321,569 
   32,152,880   782,135  32,935,015 
 
Change in net assets 

  
33,501,882

 
  1,414,649 

 
34,916,531 

 
Net assets, beginning of year 

  
130,605,755

 
15,075,330 

 
145,681,085 

Net assets, end of year  $ 164,107,637 $   16,489,979  $ 180,597,616 
 
 
See accompanying notes to financial statements. 
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 Program Services 
 

Supporting Services  

 
Research 

Publications 
Scientific 
Meetings 

Membership 
Operations 

Public Affairs 
and Programs 

Prizes and 
Awards 

Total 
Program 
Services 

 

General and 
Administrative 

 
Fundraising 

Total 
Supporting 

Services Total 
Grants and other    

assistance $       16,547  $     50,556  $   279,106  $ 2,116,312  $  591,423  $  3,053,944 

 

 $       12,265  $          460  $       12,725  $  3,066,669 
Salaries and wages 13,552,718 1,214,723 2,656,518 3,043,637 - 20,467,596  1,034,008 448,315 1,482,323 21,949,919 
Other personnel costs 125,059 12,771 22,158 22,678 - 182,666  196,806 13,558 210,364 393,030 
Employee benefits 3,060,181 258,886 604,941 667,914 - 4,591,922  34,582 97,484 132,066 4,723,988 
Payroll taxes 968,424 83,247 186,783 205,685 - 1,444,139  98,990 31,722 130,712 1,574,851 
Legal and accounting fees 53,438 4,610 8,704 6,634 - 73,386  188,225 1,487 189,712 263,098 
Professional services 7,322,383 310,498 438,728 357,714 - 8,429,323  239,740 140,551 380,291 8,809,614 
Advertising and 

promotion 4,877 2,584 1,221 5,605 - 14,287 

 

667 136 803 15,090 
Office expenses 1,251,336 313,399 798,175 266,278 536 2,629,724  158,137 49,126 207,263 2,836,987 
Occupancy 936,074 80,746 152,476 390,343 - 1,559,639  128,125 26,045 154,170 1,713,809 
Travel 990,750 287,075 506,514 433,073 14,324 2,231,736  359,570 30,379 389,949 2,621,685 
Conferences, conventions 

and meetings 209,269 4,439,226 412,178 76,273 10,679 5,147,625 

 

157,030 14,853 171,883 5,319,508 
Depreciation and 

amortization 512,662 44,222 83,770 66,344 - 706,998 

 

70,171 14,264 84,435 791,433 
Insurance - - - - - -  143,663 - 143,663 143,663 
Dues and subscriptions 67,946 15,175 271,177 38,074 - 392,372  9,261 8,471 17,732 410,104 
Miscellaneous 145,055 222,933 66,554 413,904 - 848,446  (272,405) 6,926 (265,479) 582,967 
 
Total expenses $ 29,216,719  $ 7,340,651  $ 6,489,003  $ 8,110,468  $  616,962  $ 51,773,803 

 

 $  2,558,835  $  883,777  $  3,442,612  $ 55,216,415 

See accompanying notes to financial statements. 
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 Program Services 
 

Supporting Services  

 
Research 

Publications 
Scientific 
Meetings 

Membership 
Operations 

Public Affairs 
and Programs 

Prizes and 
Awards 

Total 
Program 
Services 

 
General and 

Administrative 
 

Fundraising 

Total 
Supporting 

Services Total 
Grants and other    

assistance $       30,168  $  105,690  $  407,450  $ 1,581,358 $ 733,913  $ 2,858,579 
 

 $        4,104  $        789  $        4,893  $  2,863,472 
Salaries and wages 13,929,754 1,143,594 2,391,944 2,567,173 - 20,032,465  1,095,391 426,362 1,521,753 21,554,218 
Other personnel costs 80,547 9,288 14,857 21,228 - 125,920  120,116 3,188 123,304 249,224 
Employee benefits 4,455,935 351,284 762,743 821,566 - 6,391,528  223,683 129,724 353,407 6,744,935 
Payroll taxes 1,004,924 80,017 169,808 176,972 - 1,431,721  98,314 29,706 128,020 1,559,741 
Legal and accounting fees 9,998 729 1,258 787 - 12,772  187,349 262 187,611 200,383 
Professional services 6,917,203 315,841 407,003 295,131 - 7,935,178  195,606 52,602 248,208 8,183,386 
Advertising and 

promotion 9,752 7,745 5,650 9,782 - 32,929 
 

1,326 255 1,581 34,510 
Office expenses 1,248,319 281,536 729,521 222,895 14,705 2,496,976  146,895 53,200 200,095 2,697,071 
Occupancy 999,307 72,901 125,745 298,861 - 1,496,814  135,937 26,140 162,077 1,658,891 
Travel 898,643 221,202 462,193 336,453 11,745 1,930,236  329,725 18,329 348,054 2,278,290 
Conferences, conventions 

and meetings 111,093 4,172,363 377,052 137,632 4,022 4,802,162 
 

82,871 10,496 93,367 4,895,529 
Depreciation and 

amortization 511,387 37,307 66,631 51,311 - 666,636 
 

69,565 13,377 82,942 749,578 
Insurance 130 21,090 16 11 - 21,247  130,004 3 130,007 151,254 
Dues and subscriptions 72,070 6,169 356,152 61,627 - 496,018  9,796 6,329 16,125 512,143 
Miscellaneous 87,364 188,722 55,437 348,471 5,198 685,192  (160,203) 2,370 (157,833) 527,359 

 
Total expenses 

 
$30,366,594  $7,015,478  $ 6,333,460  $ 6,931,258 $ 769,583 

 
$51,416,373 

 
 $  2,670,479  $ 773,132  $ 3,443,611  $ 54,859,984 

See accompanying notes to financial statements. 
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 2018  2017 

Cash flows from operating activities:    

  Change in net assets $ (1,259,817)  $ 34,916,531 
  Adjustments to reconcile change in net assets to net cash  
   provided by operating activities    

Depreciation and amortization 791,433  749,578 

Accretion of discount on pledges 8,762  (5,888) 

Equity interest in American Center for Physics (1,271,876)  71,649 

Net realized and unrealized losses (gains) on investments 13,438,489  (20,495,483) 

Contributions of capital stock (36,449)  (28,469) 

Donor restricted contributions  (538,481)  (310,949) 

Loss (gain) on beneficial interest in perpetual trust 28,334  (19,452) 

Plan amendment for post-retirement benefit plan -  (8,927,187) 

(Increase)/decrease in assets:    

Accounts receivable (630,682)  204,466 

Pledges receivable 359,719  (632,414) 

Prepaid expenses and other assets (194,661)  (115,539) 

Increase/(decrease) in liabilities:    

Accounts payable and accrued expenses 1,581,703  615,332 

Deferred publication revenue 3,617,597  (1,320,235) 

Deferred membership dues 66,097  (3,737) 

Other deferred revenue 91,407  (113,303) 

Liability for post-retirement medical benefits (2,862,441)  1,719,233 
 Net cash provided by operating activities 13,189,134  6,304,133 

    
Cash flows from investing activities:    

Proceeds from the sales of investments 19,465,501  5,341,128 

Purchases of investments (24,087,304)  (9,440,437) 

Contributions of capital stock 36,449  28,469 

Purchases of land, building and equipment (363,973)  (289,266) 

Net cash used in investing activities (4,949,327)  (4,360,106) 

    
Cash flows from financing activities:    

Donor restricted contributions 538,481  310,949 
    
Net increase in cash and cash equivalents 8,778,288  2,254,976 

    
 Cash and cash equivalents at beginning of year 15,598,836  13,343,860 

 Cash and cash equivalents at end of year  $   24,377,124   $   15,598,836 

See accompanying notes to financial statements. 
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1. Organization 
 

American Physical Society ("APS") is an educational and scientific organization incorporated in the 
District of Columbia whose objective is the advancement and diffusion of the knowledge of physics. 
APS, a membership association with approximately 55,000 members, publishes physics journals, 
conducts scientific meetings, and engages in educational and public affairs and outreach programs. APS 
also administers various prize and award funds, campaigns for physics, and contracts. The campaigns 
for physics are programs designed to promote scientific interest and learning among students and to 
improve science education at all levels. 
 
In addition to its core activities, APS has sixteen divisions, thirteen topical groups, eight forums, and 
ten sections: 

 
Divisions  Forums 
Division of Astrophysics  Forum on Education 
Division of Atomic, Molecular & Optical Physics  Forum on Graduate Student Affairs 
Division of Biological Physics  Forum on History of Physics 
Division of Chemical Physics  Forum on Industrial and Applied Physics 
Division of Computational Physics 
Division of Condensed Matter Physics 
Division of Fluid Dynamics 
Division on Gravitation 

 Forum on Outreach and Engaging the Public 
Forum on International Physics 
Forum on Physics and Society 
Forum on Early Career Scientists 

Division of Laser Science   
Division of Materials Physics  Sections 
Division of Nuclear Physics  Far West Section 
Division on Quantum Information 
Division of Particles and Fields 

 Four Corners Section 
Mid-Atlantic Section 

Division of Physics of Beams  New England Section 
Division of Plasma Physics  New York Section 
Division of Polymer Physics  Northwest Section 
  Prairie Section 
Topical Groups 
Topical Group on Energy Research and Applications 

 Ohio-Region Section 
Southeastern Section 

Topical Group on Few-Body Systems & Multiparticle Dynamics  Texas Section 
Topical Group on Hadronic Physics 
Topical Group on Instrument & Measurement Science 

  

Topical Group on Magnetism and its Applications 
Topical Group on Medical Physics 

  

Topical Group on Physics Education Research   
Topical Group on Plasma Astrophysics   
Topical Group on Precision Measurement and Fundamental 

Constants 
  

Topical Group on the Physics of Climate 
Topical Group on Shock Compression of Condensed Matter 

  

Topical Group on Soft Matter   
Topical Group on Statistical & Non-Linear   
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2. Summary of Significant Accounting Policies 
 
Accounting Basis 

 
Assets, liabilities, revenues, and expenses are recognized on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America (U.S. 
GAAP). 
 
Cash and Cash Equivalents 
 
APS considers all highly liquid instruments, which are to be used for current operations and which have 
an original maturity of three months or less, to be cash and cash equivalents except for the cash held as 
part of the investment portfolio. 
 
Investments 
 
Investments are principally held in mutual funds and limited partnership investments which are 
recorded at their fair value.  The fair values of mutual funds are based on quoted market values.  The 
limited partnership investments have no readily determined market value and is valued at fair value 
based on net asset value as the practical expedient estimated based on the fair value of the underlying 
assets held by the general partners.  Because of the inherent uncertainty of valuation, it is reasonably 
possible that the estimated value may differ significantly from the values that would have been used 
had a ready market for the securities existed, and the difference could be material.  Unrealized and 
realized gains and losses are included in the statements of activities.  Investment expenses are netted 
against investment return.  Interest income was allocated to restricted prize and award funds and the 
campaigns for physics at the rate of 5.5% for the years ended December 31, 2018 and 2017 as approved 
by the Board of Directors. 
 
Accounts Receivable 
 
Accounts receivable consists primarily of amounts due to APS from publications and other related 
receivables.  APS records an allowance for doubtful accounts to state accounts receivable at their net 
realizable value.  The allowance is based upon APS’ policy and management’s analysis of accounts.  
Accounts receivable are written off if reasonable collection efforts prove unsuccessful. 
 
Pledges Receivable 
  
APS receives pledges relating to the prize and award funds and the campaign for physics. Pledges 
receivable consists of those amounts for which APS has received unconditional letters of promise 
signed by the prospective donors, discounted to their present value based on risk free interest rates.  
APS records an allowance for uncollectible pledges to state pledges receivable at their net realizable 
value.  The allowance is based upon specific identification.  Pledges receivable are written off if 
reasonable collection efforts prove unsuccessful. 
 
The pledges receivable balance is based on management’s best estimate of amounts expected to be 
collected.  The amounts ultimately realized could differ in the near term from amounts assumed in 
arriving at the present value.  Conditional promises to give are not recorded as support until the 
conditions are substantially met.  APS had a conditional promise to give of $1,000,000 for the years 
ended December 31, 2018 and 2017. 
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Interest in Unconsolidated Affiliate 
 
The American Center for Physics, Inc. (“ACP”) was founded in 1991 by APS, American Institute of 
Physics (AIP), and another society. ACP is exempt from federal income tax under Section 501(c)(3) of 
the Internal Revenue Code.  In the event of dissolution or wind-up of the affairs of ACP, net assets, if 
any, will be distributed to the founders in accordance with the predetermined ratios. APS accounts for 
its 22.088% interest in ACP under the equity method of accounting. The value of APS’ interest in 
unconsolidated net assets is reflected in the statements of financial position. 
 
Land, Building and Equipment 
 
Land is recorded at historical cost. Expenditures for building and equipment are recorded at cost.  APS 
capitalizes all expenditures for building and equipment over $5,000.  Depreciation and amortization is 
computed using the straight line method over the estimated useful lives of the assets from 3 to 5 years 
for computer and other equipment, 10 years for furniture, and 40 years for the building and related 
building improvements.  When such assets are retired or disposed of or fully depreciated, the cost and 
the accumulated depreciation and amortization are removed from the accounts, and any resulting gain 
or loss is recognized in the statements of activities.  Expenditures for repairs and maintenance are 
charged to expense as incurred. 
 
Impairment of Long-Lived Assets 
 
APS reviews asset carrying amounts whenever events or circumstances indicate that such carrying 
amounts may not be recoverable. When considered impaired, the carrying amount of the asset is 
reduced, by a charge to the statements of activities, to its current fair value. 
 
Beneficial Interest in Perpetual Trust 
 
Interest in the perpetual trust represents resources not in the possession of APS, but held and 
administered by a trustee, with APS deriving income from such funds. The trustee is currently an 
employee of APS.  The fair value of APS’ share of the assets is reflected in the statements of financial 
position.  Changes in the fair value of contributions expected to be received in the future are reflected 
as gains or losses in the net asset class in which the contribution was originally recorded. 
 
Deferred Revenues 
 
All revenues and expenses for research publications, scientific meetings, and membership dues relating 
to future periods are deferred until their applicable periods. Revenues and expenses relating to these 
activities are recognized when research publications are published or when meetings or program 
activities are held. Membership dues revenues are recognized ratably over the periods of the 
corresponding membership. 
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Net Assets 
 
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or 
grantor imposed restrictions. Accordingly, net assets and changes therein are classified and reported as 
follows: 
 
Net Assets Without Donor Restrictions – Net assets available for use in general operations and not 
subject to donor (or certain grantor) restrictions. The board of directors has designated, from net assets 
without donor restrictions, net assets for an operating reserve. 
 
Net Assets With Donor Restrictions – Net assets subject to donor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met by the passage of time or 
other events specified by the donor. Other donor-imposed restrictions are perpetual in nature, where 
the donor stipulates that resources be maintained in perpetuity. Donor-imposed restrictions are released 
when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose 
for which the resource was restricted has been fulfilled, or both.  
 
Revenue and Revenue Recognition 
 
Revenue is recognized during the period in which it is earned. Revenue from research publications, 
scientific meetings and membership operations received in advance and not yet earned is deferred to 
the applicable period.  Contributions, which are included in the statements of activities in the line item 
to which the contribution relates, are recognized when received, including those contributions received 
in the form of unconditional “promises to give” (pledges). Gifts of cash and other assets are recorded 
as restricted support if they are received with donor stipulations that limit the use of the donated assets. 
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction 
is accomplished, net assets with donor restrictions are reclassified to net assets without donor 
restrictions and reported in the consolidated statements of activities as net assets released from 
restrictions. 
 
Donated Services 
 
Volunteers contribute significant amounts of time to our program services, administration, and 
fundraising and development activities; however, the financial statements do not reflect the value of 
these contributed services because they do not meet recognition criteria prescribed by U.S. GAAP.  
 
Expense Recognition 
 
Expenses are recognized during the period in which they are incurred.  Expenses paid in advance and 
not yet incurred are deferred to the applicable period. 
 
Functional Allocation of Expenses 
 
The costs of providing various programs and other activities have been summarized on a functional 
basis in the statements of activities. The financial statements report certain categories of expenses that 
are attributable to one or more program or supporting functions of APS. Those expenses include costs 
of office space, finance department, communications department, and information technology 
department. Office space is allocated based on proportional usage. The finance department costs are 
allocated based on estimates of time and effort, certain costs of the communications department are 
allocated based on estimates of time and effort, and the information technology department is allocated 
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based on estimates of time and costs of specific technology utilized.  The statements of functional 
expenses present the natural classification detail of expenses by function. 
 
Income Taxes 
 
APS is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and has 
been classified as an organization that is not a private foundation. APS had an immaterial amount of 
unrelated business income for the years ended December 31, 2018 and 2017.  Under Accounting 
Standards Codification (ASC) 740-10, Accounting for Uncertainty in Income Taxes, an organization 
must recognize the tax benefit associated with tax positions taken for tax return purposes when it is 
more-likely than not that the position will be sustained.  APS does not believe there are any material 
uncertain tax positions and; accordingly, will not recognize any liability for unrecognized tax benefits.  
APS has filed for and received income tax exemptions in the jurisdictions where it is required to do so.   
 
Additionally, APS has filed Internal Revenue Service Form 990 tax returns as required and all 
applicable returns in those jurisdictions where it is required.  APS believes that it is no longer subject 
to U.S. federal, state and local, or non-U.S. income tax examinations by tax authorities for years before 
2015.  However, APS is still open to examinations by tax authorities from fiscal year 2015 forward.  
For the years ended December 31, 2018 and 2017, there were no interest or penalties recorded in the 
statements of activities.   
 
Estimates 

 
The preparation of financial statements in conformity with U.S. GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates. 

 
Financial Instruments and Credit Risk 

 
APS manages deposit concentration risk by placing cash, money market accounts, and certificates of 
deposit with financial institutions believed to be creditworthy. At times, amounts on deposit may exceed 
insured limits or include uninsured investments in money market mutual funds. To date, APS has not 
experienced losses in any of these accounts. Credit risk associated with accounts receivable and 
promises to give is considered to be limited due to high historical collection rates. Investments are made 
by diversified investment managers whose performance is monitored by management and the 
investment committee of the Board of Directors. Although the fair values of investments are subject to 
fluctuation on a year-to-year basis, management and the investment committee believe that the 
investment policies and guidelines are prudent for the long-term welfare of the organizations. 
 
Operating Indicator 
 
Income from operations without donor restrictions includes all unrestricted revenues and expenses for 
the reporting period, except for investment-related income and the equity interest in ACP.  Income from 
investments, net unrealized and realized gains and losses on long-term investments, change in post-
retirement medical benefits other than net periodic post-retirement medical benefit cost and the equity 
interest in ACP are reported as non-operating activities. 
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Reclassifications 
 
Certain reclassifications of amounts previously reported have been made to the accompanying financial 
statements to maintain consistency between periods presented. The reclassifications had no impact on 
previously reported net assets. 

 
Recent Accounting Pronouncements Adopted 

 
In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards 
Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial Statements of 
Not-for-Profit Entities. The ASU amends the current reporting model for nonprofit organizations and 
enhances their required disclosures. The major changes include: (a) requiring the presentation of only 
two classes of net assets now entitled “net assets without donor restrictions” and “net assets with donor 
restrictions”, (b) modifying the presentation of underwater endowment funds and related disclosures, 
(c) requiring the use of the placed in service approach to recognize the expirations of restrictions on 
gifts used to acquire or construct long-lived assets absent explicit donor stipulations otherwise, (d) 
requiring that all nonprofits present an analysis of expenses by function and nature in either the 
statement of activities, a separate statement, or in the notes and disclose a summary of the allocation 
methods used to allocate costs, (e) requiring the disclosure of quantitative and qualitative information 
regarding liquidity and availability of resources, (f) presenting investment return net of external and 
direct expenses, and (g) modifying other financial statement reporting requirements and disclosures 
intended to increase the usefulness of nonprofit financial statements. The adoption of this new standard 
impacted the presentation of the net assets classes and expanded the footnote disclosures as required. 
The total net assets and changes in net assets were not impacted. 
 
Recent Accounting Pronouncements to be Adopted 

 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). 
The update establishes a comprehensive revenue recognition standard for virtually all industries under 
U.S. GAAP including those that previously followed industry-specific guidance. The principle of the 
update is that an entity should recognize revenue to depict the transfer of promised goods and services 
to customers under a contract in an amount that reflects the consideration to which the entity expects 
to be entitled in exchange for those goods or services.  The guidance is effective for APS’ fiscal year 
2019. Management continues to evaluate the potential impact of this update on APS’ financial 
statements. 
 
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which is the leasing standard 
for both lessees and lessors. Under this update, a lessee will recognize lease assets and liabilities on the 
statement of financial position for all arrangements with terms longer than 12 months. Lessor 
accounting remains largely consistent with existing U.S. GAAP. The guidance is effective for APS’ 
fiscal year 2020. Management is currently determining the impact that adoption of this guidance will 
have on APS’ financial statements. 
 
In March 2017, the FASB issued ASU 2017-07, Compensation – Retirement Benefits (Topic 715) 
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost. 
The amendments require that an employer disaggregate the service cost component from the other 
components of net benefit cost, as follows:  Service cost must be presented in the same line item(s) as 
other employee compensation costs. These costs are generally included within income from continuing 
operations, but in some cases may be eligible for capitalization, as discussed below.  All other 
components of net benefit cost must be presented in the income statement separately from the service 
cost component and outside a subtotal of income from operations, if one is presented. These other 
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components are listed in Topic 715 and generally include interest cost, actual return on plan assets, 
amortization of prior service cost included in accumulated other comprehensive income, and gains or 
losses from changes in the value of the projected benefit obligation or plan assets. The guidance is 
effective for APS’ fiscal year 2019. Management is currently determining the impact that adoption of 
this guidance will have on APS’ financial statements. 
 
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230). The update 
standardizes how certain transactions should be classified in the statement of cash flows. The guidance 
is effective for APS’ fiscal year 2019. Presently, management does not anticipate that the adoption of 
this update will have a material impact on APS’ financial statements. 
 
In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted 
Cash (A Consensus of the FASB Emerging Issues Task Force). The update requires organizations to 
classify transfers between cash and restricted cash as operating, investing, or financing activities, or as 
a combination of those activities, in the statement of cash flows. The update also clarifies how 
organizations should present the flow of cash into and out of a bank account that holds restricted cash. 
The guidance is effective for APS’ fiscal year 2019. Presently, management does not anticipate that the 
adoption of this update will have a material impact on APS’ financial statements.  
 
In June 2018, the FASB issued ASU No. 2018-08, Not-For-Profit Entities (Topic 958): Clarifying the 
Scope and the Accounting Guidance for Contributions Received and Contributions Made. The update 
clarifies and improves current guidance by providing criteria for determining whether the resource 
provider is receiving commensurate value in return for the resources transferred which, depending on 
the outcome, determines whether the organization follows contribution guidance or exchange 
transaction guidance in the revenue recognition and other applicable standards. The update also 
provides a more robust framework for determining whether a contribution is conditional or 
unconditional, and for distinguishing a donor-imposed condition from a donor-imposed restriction. The 
guidance is effective for APS’ fiscal year 2019. Presently, management does not anticipate that the 
adoption of this update will have a material impact on APS’ financial statements. 
 

3. Liquidity and Availability of Resources 
 

Financial assets available for general expenditure, that is, without donor or other restrictions limiting 
their use, within one year of the statement of financial position date, comprise the following: 

 
Cash and cash equivalents  $   24,377,124 
Accounts receivable   1,773,693 
Operating investments   140,919,153 
Pledges receivable   410,791  
    

Total    $ 167,480,761 
 

APS’ endowment funds consist of donor-restricted endowments. Income from donor-restricted 
endowments is restricted for specific purposes, with the exception of the amounts available for general 
use. Donor-restricted endowment funds are not available for general expenditure.   
 
As part of APS’ liquidity management plan, APS invests cash in excess of daily requirements in short-
term investments and money market funds.  
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4. Fair Value Measurements and Disclosures 
 

APS reports certain assets and liabilities at fair value in the financial statements. Fair value is the price 
that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the 
principal, or most advantageous, market at the measurement date under current market conditions 
regardless of whether that price is directly observable or estimated using another valuation technique. 
Inputs used to determine fair value refer broadly to the assumptions that market participants would use 
in pricing the asset or liability, including assumptions about risk. Inputs may be observable or 
unobservable. Observable inputs are inputs that reflect the assumptions market participants would use 
in pricing the asset or liability based on market data obtained from sources independent of the reporting 
entity. Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about the 
assumptions market participants would use in pricing the asset or liability based on the best information 
available. A three-tier hierarchy categorizes the inputs as follows: 
 
Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities that we can 
access at the measurement date.  
 
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly. These include quoted prices for similar assets or liabilities in active 
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs 
other than quoted prices that are observable for the asset or liability, and market-corroborated inputs. 
 
Level 3 – Unobservable inputs for the asset or liability. In these situations, we develop inputs using the 
best information available in the circumstances. 
 
In some cases, the inputs used to measure the fair value of an asset or a liability might be categorized 
within different levels of the fair value hierarchy. In those cases, the fair value measurement is 
categorized in its entirety in the same level of the fair value hierarchy as the lowest level input that is 
significant to the entire measurement. Assessing the significance of a particular input to entire 
measurement requires judgment, taking into account factors specific to the asset or liability. The 
categorization of an asset within the hierarchy is based upon the pricing transparency of the asset and 
does not necessarily correspond to our assessment of the quality, risk, or liquidity profile of the asset 
or liability. 
 
A significant portion of APS’ investment assets are classified within Level 1 because they comprise 
open-end mutual funds with readily determinable fair values based on daily redemption values. The 
fair value of the beneficial interest in perpetual trust is determined based on the fair value of fund 
investments as reported by the perpetual trust. These are considered to be Level 2 measurements. 
 
APS uses net asset value (NAV) per share, or its equivalent, such as member units or an ownership 
interest in partners’ capital, as a practical expedient to estimate the fair values of certain hedge funds 
and limited partnerships, which do not have readily determinable fair values.  Investments that are 
measured at fair value using NAV per share as a practical expedient are not classified in the fair value 
hierarchy. 

 
There were no changes in valuation techniques for years ended December 31, 2018 and 2017.    
 

  



American Physical Society 
Notes to Financial Statements 

 
19 

Below sets forth a table of assets measured at fair value on a recurring basis as of December 31, 2018. 
 

  Fair value measurement at reporting date using 

Description 

Quoted prices in 
active markets for 

identical assets 
(level 1) 

Significant 
other 

observable 
inputs  

(level 2) 

Significant 
other 

unobservable 
inputs  

(level 3) 

 
 

Investments 
Reported at 

NAV* 

Balance as of 
December 31, 

2018 
Money market funds   $        164,829 $                - $                  - $                   - $        164,829
     
Fixed income:     
  Short–term mutual funds   21,765,828 - - -   21,765,828
  Intermediate–term mutual funds   18,477,556 - - -   18,477,556
  Mutual funds–Treasury Inflation  

Protected Securities 6,669,383 - - - 6,669,383
  Mutual funds–high yield 3,064,077 - - - 3,064,077
  Mutual funds–international bonds 1,280,350 - - - 1,280,350
     

Equities:     
  Mutual funds–equity domestic 66,699,275 - - -   66,699,275
  Mutual funds–equity 

international   34,275,012 - - -   34,275,012
     

Hedge funds - -   -   12,106,706       12,106,706
     Investments, at fair value $ 152,396,310 $                - $                  - $  12,106,706 $ 164,503,016
    
Beneficial interest in perpetual 

trust $                    - $     549,734 $                  - $                   - $        549,734
*Certain investments that are measured at fair value using net asset value per share (or its equivalent) practical expedient 
have not been categorized in the fair value hierarchy.  The fair value amounts presented in this table are intended to 
permit reconciliation of the fair value hierarchy to the amounts presented in the accompanying statements of financial 
position. 
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Below sets forth a table of assets measured at fair value on a recurring basis as of December 31, 2017. 
 

  Fair value measurement at reporting date using 

Description 

Quoted prices in 
active markets for 

identical assets 
(level 1) 

Significant 
other 

observable 
inputs  

(level 2) 

Significant 
other 

unobservable 
inputs  

(level 3) 

 
 

Investments 
Reported at 

NAV* 

Balance as of 
December 31, 

2017 
Money market funds   $          73,860 $                - $                  - $                  - $         73,860
     
Fixed income:     
  Short–term mutual funds   12,080,768 - - -   12,080,768
  Intermediate–term mutual funds   26,486,978 - - -   26,486,978
  Mutual funds–Treasury Inflation 

Protected Securities 6,256,175 - - - 6,256,175
  Mutual funds–high yield 3,012,260 - - - 3,012,260
  Mutual funds–international 

bonds 1,234,609 - - - 1,234,609
     

Equities:     
  Mutual funds–equity domestic   73,197,181 - - -   73,197,181
  Mutual funds–equity 

international   39,861,332 - - -   39,861,332
     

Hedge funds - -   -   11,116,539     11,116,539
     Investments, at fair value $ 162,203,163 $                - $                  - $  11,116,539 $173,319,702
    
Beneficial interest in perpetual 

trust $                   - $    578,068 $                  - $                  - $       578,068
*Certain investments that are measured at fair value using net asset value per share (or its equivalent) practical expedient 
have not been categorized in the fair value hierarchy.  The fair value amounts presented in this table are intended to 
permit reconciliation of the fair value hierarchy to the amounts presented in the accompanying statements of financial 
position. 

 
The table below sets forth the category, redemption frequency, and redemption notice period for those 
assets whose fair value is estimated using the net asset value per share or its equivalent for which the 
fair value is not readily determinable, as of December 31, 2018 and 2017. 

 

Description 
2018 

Fair Value 
2017 

Fair Value 
Unfunded 

Commitments 
Redemption 
Frequency 

Notice 
Period 

Hedge funds $   12,106,706 $  11,116,539 $          - Quarterly  45 days 
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Below sets forth a table consisting of the estimated fair values of APS’ financial instruments that are 
not measured at fair value on a recurring basis as of the year ended December 31, 2018 and 2017. 

 
 2018 2017 

                                       
Carrying 
Amount 

Fair  
Value 

Carrying  
Amount 

Fair  
Value 

     
Pledges receivable, net       $  434,809 $  423,418 $  803,290 $  840,209 

 
Pledges receivable: 
 
The fair value of pledges receivable is estimated using risk free interest rates applied to multi-year 
pledges receivable when notice of intent is given.  Pledges receivable qualified as Level 2 assets under 
the ASC 820 hierarchy.  The difference between the fair value and carrying amount is not material. 

 
5. Investments  

 
At December 31, 2018 and 2017, investments consist of the following: 
 

 2018  2017 
 Fair value  Cost  Fair value  Cost 
Mutual Funds:        
  Money market funds  $        164,829  $       164,829   $          73,860  $          73,860 
  Fixed income      51,257,194  52,705,490       49,070,790  48,915,878 
  Equities     100,974,287   72,402,043      113,058,513   69,350,068 
  Total mutual funds    152,396,310  125,272,362     162,203,163  118,339,806 
 
     

 
  

Hedge funds  12,106,706   4,993,770   11,116,539   4,993,770 
 Total investments  $ 164,503,016   $ 130,266,132   $ 173,319,702   $ 123,333,576 

 
Investment management expenses were $450,945 and $404,248 for years ended December 31, 2018 
and 2017, respectively, and were included in net investment return. 

 
6. Pledges Receivable 

 
At December 31, 2018 and 2017, maturity dates and the present value of pledges receivable is as 
follows 

 
   2018   2017  

         
Less than one year  $ 410,791 $ 435,099 
One to five years   25,000  377,935 
   

435,791
  

813,034
 
 

Less present value discount   (982)  (9,744) 
 Pledges receivable, net  $ 434,809 $ 803,290 

 
Pledges due in more than one year have been recorded at their present value using a discount rate of 
2.69% in 2018 and 2.43% in 2017.  
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7. Land, Building and Equipment 
 

At December 31, 2018 and 2017, land, building and equipment consists of the following:  
 

   2018   2017  
      
Land  $ 196,412  $ 196,412  
Building and improvements   21,037,562   20,959,136  
Furniture and equipment   1,560,656   1,275,109  
   22,794,630   22,430,657  
Less accumulated depreciation and amortization    (5,663,070)    (4,871,637 ) 
 Land, building and equipment, net  $  17,131,560  $  17,559,020  
 
Depreciation and amortization expense was $791,433 and $749,578 for the years ended December 31, 
2018 and 2017, respectively.   

 at 

 
8. Commitments 

 
Lease Commitments 

 
APS is committed to minimum annual lease payments on operating leases as follows: 

 
   The Office 
   of Public 
   Affairs in 
   Washington, 
   D.C. 
   
Years Ending December 31,   
2019   $    244,266 
2020   250,383 
2021   256,638 
2022   129,900  
    

Total lease commitments    $    881,187 
 

APS is committed under an operating lease in Washington, D.C that expires in June, 2022.  The lease 
contains escalation increases for real estate taxes and other operating costs.  These escalations in rent 
and the effect of this has been recorded as deferent rent and is included in accounts payable and accrued 
expenses in the accompanying statements of financial position.  Total rental expense was $1,046,568 
and $1,041,769 for the years ended December 31, 2018 and 2017, respectively. 
 
Contingency 
 
During the year ended December 31, 2016, APS received notification from one of its federal grantors 
that APS is part of an investigation by the Office of the Inspector General (OIG).   APS has complied 
with all requests for information received from the OIG.   Additionally, since the investigation 
notification, APS has received new grants from the federal grantor and continues to perform under 
grants as they are awarded.   
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Federal Grants 
 

APS participates in a number of federal grant and contract programs which are subject to financial and 
compliance audits. Accordingly, APS’ compliance with applicable grant or contract requirements may 
be determined at some future date.  The amount, if any, of expenditures which may be disallowed by 
the granting or contracting agencies cannot be determined at this time, although management expects 
such amounts, if any, to be immaterial. 

 
9. Endowment 

 
APS’ endowment consists of individual funds established for a variety of purposes.  As required by 
U.S. GAAP, net assets associated with endowment funds, are classified and reported based on the 
existence or absence of donor-imposed restrictions. 

 
Interpretation of Relevant Law 
 
In accordance with ASC 958-205, Endowments of Not-for-Profit Organizations: Net Asset 
Classification of Funds Subject to an Enacted Version of the Uniform Prudent Management of 
Institutional Funds Act (UPMIFA), and Enhanced Disclosures for All Endowment Funds, APS treats 
all donor restricted endowment funds as perpetual by nature.  APS has interpreted the District of 
Columbia UPMIFA as requiring the preservation of the fair value of the original gift as of the date of 
the donor-restricted endowment funds absent explicit donor stipulations to the contrary.  Funds in the 
donor restricted funds, including prizes, awards and other donor-restricted moneys, are comingled with 
funds in the unrestricted endowment for investment purposes.  The returns on the endowment funds 
invested have been included in the investment income in the statements of activities.  
 
As of December 31, 2018 and 2017, APS did not have any board designated endowment funds. 
 
At December 31, 2018 and 2017, the purpose restricted and perpetual by nature components of APS’ 
endowment funds are as follows: 

 

 
Purpose 

Restrictions 
Perpetual  by 

Nature  
2018 

Total  
To provide an annual scholarship for women   

 Physicists $    155,180 $  1,565,204 $  1,720,384  
To provide awards to distinguished individuals 

and travel assistance in the field of Physics 377,166 3,038,387 3,415,553  
Total $    532,346 $  4,603,591 $  5,135,937  

 

 
Purpose 

Restrictions 
Perpetual by 

Nature 
2017 
Total  

To provide an annual scholarship for women  
 Physicists $    124,334 $  1,565,204 $  1,689,538  

To provide awards to distinguished individuals 
and travel assistance in the field of Physics 311,737 2,528,240 2,839,977  

Total $    436,071 $  4,093,444 $  4,529,515  
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Changes in Endowment Net Assets 
  

The following table represents the changes in endowment net assets at December 31: 
   

 
Purpose 

Restrictions 
Perpetual by 

Nature  
2018 

Total  
Endowment net assets, beginning of the year $    436,071 $ 4,093,444 $  4,529,515  
Investment return (loss) 231,981 (28,334) 203,647  
Contributions 11,168 538,481 549,649  
Amounts appropriated for expenses (146,874) - (146,874)  
Endowment net assets, end of year $    532,346 $ 4,603,591 $  5,135,937  

 
 

 
Purpose 

Restrictions 

 
Perpetual by 

Nature 

 
2017 
Total 

Endowment net assets, beginning of the year $    195,028 $ 2,641,543 $  2,836,571 
Investment return 195,820 19,452 215,272 
Transfers based on donor intent - 1,121,500 1,121,500 
Contributions 162,300 310,949 473,249 
Amounts appropriated for expenses (117,077) - (117,077) 
Endowment net assets, end of year $    436,071 $ 4,093,444 $  4,529,515 

 
Return Objectives and Risk Parameters 
 
By policy, through prudent investing and by counting both income earned from investments and 
realized and unrealized capital appreciation, the value of the endowment grows over the long-term at a 
rate that materially exceeds the long term rate of inflation, thereby preserving and enhancing the 
endowment’s real purchasing power. 
  
Under this policy, as approved by APS, the endowment assets are invested in a manner that is intended 
to produce an annualized rate of return when measured over rolling five-year periods, of 5% in excess 
of the Consumer Price Index for all Urban Consumers (“CPI-U”) as published by the U.S. Department 
of Labor, Bureau of Labor Statistics.  Actual returns in any given year may vary from this amount. 
 
Spending Policy and How the Investment Objectives Relate to Spending Policy 
 
In order to protect the donor imposed restricted endowment against losses and to insure relative stability 
in its annual earnings (which are needed to award prizes and cover other commitments), APS’ 
Treasurer, with the approval of the Investment Committee, shall declare an annual earning rate to be 
applied for recordkeeping purposes to the corpus of the donor imposed restricted endowment.  The 
earning rate is typically between 5.0% to 5.5%. 
 
This earning rate need not be the same as the actual performance of the endowment as a whole.  The 
value of the earnings thus credited each year to the restricted endowment shall be subtracted from the 
endowment’s total earnings, or losses in any year to yield the value of the earnings, or losses, to be 
credited to the restricted endowment in that year. 
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10. Net Assets with Donor Restrictions 
 

At December 31, 2018 and 2017, net assets with donor restrictions are available for the following 
purposes: 
 
   2018   2017  
Subject to expenditure for specific purposes:      
   To provide awards to distinguished individuals in the field of    
        Physics  $ 9,906,707 $ 9,446,796 
      
   To promote scientific interest and learning among students and  
         to improve science education at all levels   2,051,577  2,513,668 
   11,958,284  11,960,464 

 
Endowments:      
  Subject to appropriation and expenditure when a specific      
   event occurs:      
      To provide an annual scholarship for women Physicists   155,180  124,334 
      
      To provide awards to distinguished individuals and travel 
      assistance in the field of Physics   377,166  311,737 
    532,346  436,071 

 

Subject to endowment spending policy and appropriation:      
     To provide an annual scholarship for women Physicists   1,565,204  1,565,204 
      
   To provide awards to distinguished individuals and travel 
      assistance in the field of Physics   3,038,387  2,528,240 
                   4,603,591  4,093,444 
Total endowments   5,135,937  4,529,515 

   
 
$ 17,094,221 $ 16,489,979 

 
Donor restrictions were met by incurring expenses satisfying the restricted purpose or by occurrence of 
the passage of time or other events specified by the donors as follows for the years ended December 
31, 2018 and 2017: 
 
  2018        2017 
      To provide awards to distinguished individuals and travel 
         assistance in the field of Physics  $ 426,765 $ 497,512 
      To provide an annual scholarship for women physicists   63,750  36,667 
      To promote scientific interest and learning among students      
         and to improve science education at all levels   531,950  505,126 
      $ 1,022,465 $ 1,039,305 
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11. Retirement Plan 
 
All employees are eligible to participate in a defined contribution retirement plan with Teachers 
Insurance and Annuity Association and College Retirement Equities Fund after completing one month 
of service.  Under the plan, APS contributes 10% of the employee’s base salary while the employee 
can contribute an additional 2.5% of salary.  Under certain conditions, employees may contribute more 
than the 2.5% of salary.  Employee contributions may be in the form of a salary deduction or, more 
typically, a salary reduction whereby taxes on the contribution are deferred until retirement. Retirement 
expenses were $2,047,151 and $2,061,913 for the years ended December 31, 2018 and 2017, 
respectively. 
 

12. Post-Retirement Benefits Other than Pension 
 

APS sponsors a post-retirement health plan (the Plan) which provides medical benefits for all eligible 
employees and their eligible dependents upon the retirement of the employee. The cost of these benefits, 
which are primarily for health benefits, is recognized in the financial statements over the employees’ 
active working careers. The following table presents the funded status and amounts recognized in the 
statements of financial position of the Plan at December 31, 2018 and 2017: 

 
   2018   2017  
Accumulated post-retirement benefit obligation:      
 Benefit obligation, at beginning of the year  $ 14,751,926 $ 21,959,880
 Service cost   443,311  812,846 
 Interest cost   447,382  792,819 
    Plan amendment   -  (8,927,187) 
 Actuarial (gain) loss    (3,536,484)  400,700 
 Net employer benefits paid   (216,650)  (287,132) 
     
    Benefit obligation, at end of the year 

  
$  11,889,485 

  
$  14,751,926 

 

 
 

  
 

  
 

 

Change in plan assets:        
 Fair value of plan assets, at beginning of the year  $ - $ - 
 APS contribution   216,650  287,132 
 Plan participant contributions   123,602  133,248 
 Benefits paid  (340,252) (420,380) 
 Fair value of plan assets, at end of the year  $                   -  $                   -  
        
 Funded status  $ (11,889,485) $ (14,751,926) 
 Unrecognized actuarial (gain) loss   (913,754)  2,622,730 
 Unrecognized prior service cost   (6,748,110)  (8,435,137) 
     
    Accrued benefit cost 

  
$ (19,551,349

 
) 

 
$ (20,564,333

 
) 
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Components of net periodic post-retirement benefit cost 
included in the accompanying statements of activities: 

  
2018 

  
2017 

 

      
 Service cost  $     443,311 $     812,846 
 Interest cost       447,382      792,819 
 Amortization of prior service cost       (1,687,027)      (492,050) 
 Amortization of unrecognized actuarial (gain)    -   - 
 Net periodic post-retirement benefit cost  $ (796,334) $ 1,113,615 
      
Items not yet recognized as a component of      
   net post-retirement benefit cost:      
 Unrecognized prior service cost  $  (6,748,110) $  (8,435,137) 
 Unrecognized net (gain) loss   (913,754)  2,622,730 
  $  (7,661,864) $  (5,812,407) 
        
Weighted-average assumptions used to determine benefit 
obligation at end of year: 

    
 

 

 Discount rate   4.25%   3.50%  
        
Weighted-average assumptions used to determine net periodic 
benefit cost for the year: 

  
 

  
 

 

   Discount rate   3.50%   4.25%  
        
Health care cost trend rate assumption:        
 Initial trend rates-        
  Medical   4.75%*   4.75%*  
  Drug   4.75%*   4.75%*  
 Ultimate trend rates-        
  Medical   4.75%*   4.75%*  
  Drug   4.75%*   4.75%*  
      
Year ultimate trend rate is achieved   N/A   N/A  

*Employer subsidy capped at 5%. 
 

The plan was modified effective December 31, 2005 to limit the increase in APS’ benefit costs to 5.0% 
per year.  The Plan was modified effective September 14, 2017 to provide a fixed dollar subsidy of up 
to $300 per month for retirees and up to $150 per month for dependents.  These amounts are increased 
3 percent per annum and are used to purchase an AARP Medical Plan.  Employees hired after June 1, 
2017 are not eligible for the Plan. 
 
Assumed health care cost trend rates have a significant effect on the amounts reported for the health 
care plans.  A one-percentage-point change in assumed health care cost trend rates would have the 
following effects: 

 
   1-Percentage-Point   1-Percentage-Point  
   Increase   Decrease  
Effect on total of service and interest cost   N/A*   N/A*  
Effect on post-retirement benefit obligation   N/A*   N/A*  
  *Employer subsidy capped at 5%.      
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APS funds the Plan benefits on a pay-as-you-go basis.  Approximate expected future payments are as 
follows: 
 

Years Ending December 31,  
   
 2019 $     324,000 
 2020 342,000 
 2021 366,000 
 2022 386,000 
 2023 433,000 
 2024-2028 2,650,000 

 
13. Significant Transactions with Other Societies 

 
AIP is a not-for-profit corporation, which, in addition to administering its own programs, services ten 
member societies, among them, APS. Under several agreements between APS and AIP, AIP performs 
certain services for APS. APS paid AIP $420,366 and $482,985 during the years ended December 31, 
2018 and 2017, respectively.   
 
APS had a payable due to AIP of $22,866 and $44,557 as of December 31, 2018 and 2017, respectively. 
 
ACP purchased land and constructed, furnished and now operates a building in College Park, Maryland 
which it leases to its founders.  Financing for this project was obtained by ACP through an issue of tax-
exempt bonds by the Maryland Industrial Development Financing Authority. Those bonds have now 
been repaid. APS relocated its operations to the College Park facility in November 1993. Pursuant to a 
lease and an agreement, each dated October 1, 1992, APS occupies space for which it is obligated to 
pay ACP 21.847% of ACP’s base costs and 25.299% of building operating expenses and real estate 
taxes, if any.  These percentages are subject to modification by agreement of ACP and the founders. In 
addition, costs, expenses and any other financial obligations of ACP which are not covered by lease 
payments or other funding, may be assessed by ACP to its founders in accordance with predetermined 
ratios.  At December 31, 2018 and 2017, APS’ interest in ACP was $4,584,866 and $3,312,990, 
respectively.  APS paid rent to ACP in the amount of $784,776 and $826,459 for the years ended 
December 31, 2018 and 2017, respectively. 

 
14. Litigation 

 
APS is subject to legal proceedings, claims and liabilities which arise in the ordinary course of business.  
In the opinion of management, the amount of the ultimate liability with respect to those actions will not 
materially affect APS’ financial position or changes in its net assets or cash flows. 
 

15. Subsequent Events 
 
APS evaluated subsequent events through March 28, 2019, which is the date the financial statements 
were available to be issued.  There were no events noted that required adjustments to or disclosure in 
these financial statements. 
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  Grant  
  

  
  
 

Federal Grantor/Pass-Through 
Grantor/Program or Cluster Title 

Federal 
CFDA 

Number 

Number or Pass 
–Through 
Identifying 

Number Grant Period 
Provided to 

Subrecipients  
Total Federal 
Expenditures 

       
       
Research and Development Cluster:       
 Direct - National Science Foundation:       

APS Division of Fluid Dynamics 
Travel Support Program for 
Students and Early Career Scientists 
2017 – 2019 47.041 CBET-1802070 11/15/17 – 10/31/20 $                -  $        23,990 

Sub total – CFDA 47.041    -  23,990 
       
PhysTEC: Building a Solution to the 

National Physics Teacher Shortage 47.049 PHY-1707990 07/01/17 – 06/30/22              6,880      382,749  
APS PhysTEC Conference:  

Developing a Community of 
Physics Teachers Educators 47.049 PHY-1719518 02/15/17 – 07/31/18 - 9,289 

APS Conferences for Undergraduate      
Women in Physics 47.049 PHY-1622510 09/01/16 – 08/31/20 - 171,256 

Outreach Mini-Grant Program 47.049 PHY-1404843 08/01/14 – 07/31/19 39,763  64,573 
Physics REU Site Director Workshop 47.049 PHY-1623204 07/01/16 – 06/30/19 -  12,106 
NSF INCLUDES: A National Network 

for Access and Inclusion in Physics 
Graduation Education 47.049 OMA-1649297 10/01/16 – 09/30/18 125,161 196,695 

Professional Skills Development 
Workshops 47.049 PHY-1419913 08/01/14 – 07/31/19 - 48,796 

Support for the 2017 Canadian-
American-Mexican Graduate 
Student Physics Conference in 
Washington, DC 47.049 PHY-1702225 07/15/17 – 06/30/18 - (300) 

Sub total – CFDA 47.049    171,804 885,164 

      

Physics Minority Bridge Program 47.076 HRD-1143070 09/15/12 – 08/31/19 227,519 532,480 
Collaboration Research: The Pipeline 

Network 47.076 DUE-1624882 09/01/16 – 08/31/19 - 32,780 
Changing the Culture: Developing a 

Guide of Effective Practices to 
Improve, Assess, and Review 
Undergraduate Physics Programs 47.076    DUE-1821372 10/01/18 – 09/30/23 - 88,742 

Collaboration Research: NRT-IGE: 
Deploying Holistic Admissions and 
Critical Support Structures to 
Increase Diversity and Retention of 
U.S. Citizens in Physics Graduate 
Programs 47.076    DGE-1633150 09/15/16 – 08/31/19 - 1,708 

Collaborative Research:  Mobilizing 
Teachers 47.076 DRL-1720810 05/15/17 – 04/30/21 - 171,047 

Workshop: Creating a Guide for 
Programmatic Assessment, Review, 
and Improvement in Undergraduate 
Physics Programs II 47.076 DUE-1747563 09/01/17 – 08/31/18 - 17,191 
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  Grant  
  

  
  
 

Federal Grantor/Pass-Through 
Grantor/Program or Cluster Title 

Federal 
CFDA 

Number 

Number or Pass 
–Through 
Identifying 

Number Grant Period 
Provided to 

Subrecipients  
Total Federal 
Expenditures 

 
Inclusion Across the Nation of 

Communities of Learners of 
Underrepresented Discoverers in 
Engineering and Science (NSF 
INCLUDES) 

 
 
 
 
 

47.076 

 
 
 
 
 
HRD-1834540 

 
 
 
 
 

09/01/18 – 08/31/23 

 
 
 
 
 

$             - 

 
 
 
 
 

$     68,130 
      

Pass Through Grants - National 
Science Foundation:      

Colorado School of Mines      
Collaborative Research: Get the 

Facts Out: Changing the 
Conversation around STEM 
Teacher Recruitment 47.076 DUE-1821710 07/01/18 – 06/30/19              -      20,922 

Sub total – CFDA 47.076    227,519 933,000 
      
Total National Science Foundation - Research and Development Cluster 399,323  1,842,154 

       
U.S. Department of Energy:          

Workshop on Energy Research 81.049 DE-SC0018365 09/15/17 – 09/14/20 -  16,875 
Conference of Undergraduate Women 

in Physics 81.049 DE–SC0011076 12/01/13 – 05/01/19 -  100,235 
Total U.S. Department of Energy -  117,110 

 
Total Expenditures of Federal Awards 

 
       $  399,323     $1,959,264 
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1. Basis of Presentation 
 
The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant 
activity of American Physical Society (“APS”) under programs of the federal government for the year 
ended December 31, 2018. The information in this Schedule is presented in accordance with the 
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).    
Because the Schedule presents only a selected portion of the operations of APS, it is not intended to and 
does not present the financial position, changes in net assets or cash flows of APS.   
 

2. Summary of Significant Accounting Policies 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such expenditures 
are recognized following, as applicable, either the cost principles in Office of Management and Budget 
(OMB) Circular A-122, Cost Principles for Non-Profit Organizations, or the cost principles contained in 
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles and Audit Requirements for Federal Awards, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement.  Negative amounts shown on the Schedule represents 
adjustments or credits made in the normal course of business to amounts reported as expenditures in prior 
years.   
 

3. Reconciliation of Schedule of Expenditures of Federal Awards to the Statement of Activities 
 

 Total   
 Non-Grant Total Federal Total 

Year ended December 31, 2018 Expenditures Expenditures Expenditures 
   

Research publications $  29,216,719 $                - $  29,216,719 
Scientific meetings 7,340,651             - 7,340,651 
Membership operations 6,489,003  - 6,489,003 
Public affairs and programs 6,151,204 1,959,264 8,110,468 
Prizes and related costs 616,962             -  616,962 
General and administrative 2,558,835             -  2,558,835 
Fundraising 883,777             - 883,777 

 $  53,257,151 $ 1,959,264 $  55,216,415 
 

APS records other revenue to Public affairs and program revenue which are not required to be recorded 
within the Schedule. 

   

   
Year ended December 31, 2018  Total 

 
Income accrued from Schedule of Expenditures of Federal Awards $  1,959,264 
Contributions 750,377 
Program income 105,610 
Sale of IP addresses 838,636 
Other 25,716 

 $  3,679,603 
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4. Indirect Cost Rate   
 
APS has elected not to use the 10 percent de minimis indirect cost rate allowed under the Uniform 
Guidance.  APS has the option to operate under predetermined fixed indirect cost rates.  In April 2018, 
APS received an approval to decrease the predetermined indirect cost rate from the National Science 
Foundation from 37.79% to 35.90% for the period January 1, 2018 to December 31, 2018.  
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Independent Auditor’s Report on Internal Control Over Financial Reporting and 
on Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards 
 
 
To the Board of Directors of  
American Physical Society 
College Park, Maryland 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of  American Physical Society (“APS”), which comprise the statement of financial 
position as of December 31, 2018, and the related statements of activities, functional expenses, 
and cash flows  for the year then ended, and the related notes to the financial statements, and 
have issued our report thereon dated March 28, 2019. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered APS’ internal 
control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of APS’ internal 
control. Accordingly, we do not express an opinion on the effectiveness of APS’ internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be 
prevented, or detected and corrected on a timely basis.  A significant deficiency is a deficiency, 
or a combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance.   

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we considered to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether APS’ financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
APS’ internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering APS’ internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose.  
 
 
 
 
March 28, 2019 
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Independent Auditor’s Report on Compliance For The Major Federal Program 
and Report on Internal Control Over Compliance Required by the Uniform 
Guidance 
 
 
To the Board of Directors of  
American Physical Society 
College Park, Maryland 
 
Report on Compliance for the Major Federal Program 
 
We have audited American Physical Society’s (“APS”) compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material 
effect on APS’ major federal program for the year ended December 31, 2018.  APS’ major federal 
program is identified in the summary of auditor’s results section of the accompanying schedule 
of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards, applicable to its federal programs.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for APS’ major federal program based 
on our audit of the types of compliance requirements referred to above. We conducted our audit 
of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements 
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and 
the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about APS’ compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for the major 
federal program. However, our audit does not provide a legal determination of APS’ compliance. 
 
Opinion on the Major Federal Program 
 
In our opinion, APS complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on its major federal program for 
the year ended December 31, 2018.  
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Report on Internal Control Over Compliance 

Management of APS is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above.  In planning and 
performing our audit of compliance, we considered APS’ internal control over compliance with 
the types of requirements that could have a direct and material effect on its major federal 
program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for its major federal program and to test and 
report on internal control over compliance in accordance with the Uniform Guidance, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of APS’ internal control over 
compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type 
of compliance requirement of a federal program will not be prevented, or detected and 
corrected, on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with 
governance. 

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other 
purpose. 

March 28, 2019 
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Section I – Summary of Auditor’s Results 

Financial Statements 

Type of report the auditor issued 
on whether the financial statements audited  
were prepared in accordance with U.S. GAAP:     Unmodified 

Internal control over financial reporting: 

 Material weakness(es) identified?  yes X no 

 Significant deficiency(ies) identified? yes X none reported 

Noncompliance material to financial statements noted? yes X no 

Federal Awards 

Internal control over the major federal program: 

 Material weakness(es) identified?  yes X no 

 Significant deficiency(ies) identified? yes X none reported 

Type of auditor’s report issued on compliance  
 for the major federal program: Unmodified 

Any audit findings disclosed that are required to 
to be reported in accordance with 2 CFR 200.516(a)?  yes X no 

Identification of major federal program: 

CFDA Numbers/ Grant/Contract Numbers Name of Federal Program or Cluster 

  Various Research and Development Cluster 

Dollar threshold used to distinguish 
between Type A and Type B programs: $750,000 

Auditee qualified as low-risk auditee? yes X no 
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Section II – Financial Statement Findings 

There were no findings related to the financial statements which are required to be reported in accordance 
with generally accepted government auditing standards (GAGAS). 

Section III – Federal Award Findings and Questioned Costs 

There were no findings and questioned costs for Federal awards as defined in 2 CFR 200.516(a) of the 
Uniform Guidance that were required to be reported. 



MANAGEMENT’S SECTION 

_________ 
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Appendix A 
 

American Physical Society 
 

Summary Schedule of Prior Audit Findings 
Finding 
Number Program Name & CFDA # Type of Finding Current Status 
2017-001 National Science Foundation 

Research and Development Cluster 

CFDA #: 47.049 

Allowable Costs / 
Cost Principles 

Corrected.  




